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CEVORANDUY ON

The Transfer of Swigs~owned Jold in the United States

In September, 1941, the Swiss Hational Bank sttempted to
obtain permission from the Tr.asury to export from Hew York to
fortugal 2 million in gold. The reason given by the Swiss kiinister
for the transaction was the need for this gold to make payments due
to vortugel and the faot that Switserlsnd ocould not release gold
for this purpose from her reserves in Switgerland. After careful
consideration, this applicetion was denied by the Interdepartmental
Committee on Foreign Fundse.

Un Ootober 10, 1941, the Swiss <ational Bank cabled the
Fedoral Keserve Bank to obtain a liocense to transfer }1l.5 million
in gold from the earmarked account of the Swiss National Bank to
the earsarked account of the Bank of Portugal. In this osble the
Swise National Bank stated:

"As you see, Banco Portugal/ has consented
now to such transfer ins of asked shipment from
New York. ie therefore hope to get now very promptly
the license asked for."

Subsequently, & cable was received on Ootober 14 by the
Federal Heserve Jank from the Bank of Portugal stating:

*Acoording to cable you will have received
from Banque i/ationele Suisse, Zurich, please do
necessary to transfer from their to our gold ao~
count with you 10,000 kilos fine gold bars as we
are dolivarinﬁann us Nationale Sulsse, Zurieh
) uivalong amount ?;on our;;pfa a;pocft with Eﬁbﬂ
a% Berne.

The Swiss cable of Ootober 10, fairly read, indioated that
the transfer of the earmarked gold in New York was for payments
which the Swiss wished to make in Portugal, jis were not told the
very material fact that this transection was fundamentally an ex=-
port of zold from New York to Switgzerland.
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A third application is pending requesting a license to
release £100,000 in sold from the account of the Central Keserve
Bank of Peru for shipment to Argentina where it would be oredited
to the sccount of the Swiss National 3ank in return for a corres-
ponding oredit of Swiss francs in Zurlche

In s communication to the Under Secretary of State, the
Swiss #inister states that the Swiss Nationsl Bank must transfer

+ 30,000 kilogrems of gold (sbout 354 million) from this country o e
to Switserland. Purther, the American Embassy in Kexico reports [ . . 113
& t

.. that a Mexican bank has received an inquiry from a Swiss bank i
. -with respect to the price of freely exportable gold bars against :
~ . dollars, and the American Bmbassy in Brezil reports that the Bank
.1 of Brasil has been informed that the Swiss iational Bank may ship
i gold to brasil for safekeeping.

Ty These applications and inquiries show conclusively that the 5 RV

. Swiss Government is determined to withdraw gold from the United : v N :

‘ States, directly or indirectly, for the purpose of increasing its 1oy _ 55
gold holdings in Gurope. The transfer of such large quantities Fuir P
of gold to Europe at this time is contrary to the vital interests ‘ N A

of the Ameriosn Govermment and to the longerange interests of the
Swiss Governmente. “

8ixty percent of the gold reserves of Switzerland sre in the . , .
United States. Aoccording to the Swiss kinister: "The reasons Ui RPN
why the Swiss National Bank acoumulated such an important part of
its reserves in this country wes the confidence which Switserland e 2 ¢
placed in the Government of the United States of Amerioce as well ‘ L . .
as the co-viation that in no other country could the reserves of
a small independent nation be better safeguarded than in Amerioa.” R ;
The soundness of this view is clear. In May and June, 1940, the < 5
Swiss Government asked the United States to fecilitate the ship~ o .
ment of all of its gold reserves from Switserland to this country. L .
What has happened since to make Europe a sefe place in which to L ,
hold the gold reserves of a small nation? S 5

The first reason given by the Swiss iiinister for transferring -
gold to Switgerlend is the need for $34 millionm in gold to provide 1
sufficient reserves for the note issue. is Swiss banknotes are not -
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cenvertible into gold and as Swiss gold reserves are held solely as
assurance of the soundness of the eurrsnoy, it would seem that this
purpose eould be better served by retaining the gold ressrves in

this country where they are safe from seisure by invaders. The
welfare of Switserland would be bettsr served by keeping to & minimum
its reserves of gold in Burope and by dasing its note issue on ear-
marked gold in this country. This is a prastice now follewsd by many
countries and by the Swise Kasiozal Bank prior to 1989, In May and
June, 1940, the Swiss apparently were mot troudled by the existence
of any statute requiring that gold reserves be held in Switserlamd.

The present large gold reserves in Switserland are an
invitation to the iavader seeking leet. The direct transfer of gold
to Switserland eammot be regarded as in the interest of this sountry .
or even in the ultimate interest of a free Switserland. The same
ebjeetion applies to aa incresse in the gold reserves of Switserisad -
which will result from s switohing transsetion of earmarked geld ¢o

Portugal in New York in return for ¢armerked gold frem Portugal ia
Berne. - v

The sesond reason givem by the Swiss Minister for the treansfer
of gold te Switserland is .g3he need for sush gold in settlememt of
adverse trads balmoes. Switserland is imperting rew materials and
semi-finished goods .frem %Je less~developed parss of Burope for
sonversion. imte precisien instruments and other highly fabrisated war
goods for export to Germaany. Not omly is Switserlead providing
Germsny wish urgently needwd goods dut it is providing these goods on
eredit. Asesording to the dwiss Minister, wnder thw clearing agreement
Switserlaad is finanoing expert eredits to Germaamy at the rate of 400
million frames & year. Ths astual oredits under the olearing agreement
my in faot:turn ocut to berimish larger. It is admitted by the Swiss
Minister that Switserland tw helpless to alter this situation. He says:
"As s resuls of the developmmts of this war, it is entirely surrounded
by Axis-domineted countries.” Its imports and exports oan sontinue oaly
on the suffersnce of Germeays

Iransfer of earmarked gold in liew York from Jwitserland %o
Portugal 1s only one part of the tremsaction. Corresponding to this
transfer, thers is another transfersadroad from Portugal o Switserland,
resulting in an inerease in the golécreserves at the disposal of
Switserland. Under present eirsumstinees, sush a transaetion would
result in an aseeleratien of -Jwitserland's economie sontridution te
Germany's war effort. The United States eannet imperil its vital
intereats by permitting Switserland to withdraw gold from this sountry,
direetly or indireetly, for the purpese of expaading its eontribution
to the German war effort, ‘
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Even if Switserland, for the purpose of liquidating its
obligations to Portugal, should desire to transfer to Portugsl gold
in New York to be left there under Portugal's sarmark, we should not
&pprove the transfers, partioularly so long as Switszerland has eough
gold in Burope to discharge its European obligations, It should be
remsmbered that a substantial Part of the materials heretofore or
hereafter acquired by Switserland from Portugal, will be used by

Switserlsnd to manufasture go0ds for Germany or otherwise help Germany

The Swiss Government has indlcated that the Italian Gevernmet
is prepared to grant free trensit of gold frem New York te Switserland

by way of Gemoa. It would de surprising if the Italien Government
fellowed any other sourss. The Axis eountries will mke sortain that

WAr eoememy oven if seisure or s Shreet of seisure is nesessary for
this purpose. It is so obvicusly o Gormany's advantage to see an
ineresss in the g014 reserves held by Switserland in Burope that e

shipmente of gold. It ig interesting to ebeerve Shat when the Swigs
wore sonsidering meving all their £014 teo the United States in Jume,
1840, Somary, she Swise Fepresentative, said he wag wwilling to ship
$280,000,000 of geld Shrough an Italien port evea if the Italimns
agresd by treaty to allow Switseriand %o use Gence during the war, \
Semary noted that this &mownt of gold was more than the gold holdings
of the Bank of Italy. What has happened since to make Italy a sate
pPlace shrough whieh o transport Swiss gold? '

does not differ from our peliey with respect to other Swiss-owned

dellar assets and property in this eountry, of esourse, our ﬁnsh;_' E

oontrol poliey regulates the use of €°1d but that has been true ever
sinee April, 1940, We are not singling out gold bus simply treating
it the same way we treat all other forms of blosked property,’

This Gevernmmt apprecistes the eonfidenee the Swiss Govern-
ment has shewn in this sountry and in its free instituticns by
miataining a large part of its resourees in the United
States. The Syspathetio manner in whieh we bave oonsidered the
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Our gold poliey is in ne way invelved in refusing to allew Q\
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écononmie and monetary problems of Switserland is evidenced by our
granting them o General License, There is nothing in the long
history of our relations with Switserland or our ourrent views with
regard to the rights or Small oountries to cause Switserland ¢o fear
that her fundanen te) interests wil} be undermined by the United
States.
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